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Net Income 

1972 

$20,094,000 

Per Share 

$2.27 


Equity Income 

1972 

$3,774,000 


Dividend Income 

1972 

$3,145,000 

Working Capital 

1972 

$46,920,000 


To the Stockholders of 
The Hanna Mining Company 


1971 

$29,141,000 

$3.30 


1971 

$11,755,000 


1971 

$3,229,000 


1971 

$74,102,000 


localise of strikes—lasting three months in Canada 
and six weeks in Minnesota—Hanna Mining net 
income was 30 percent below that of the previous 
year. This first decline in reported earnings in more 
than a decade occurred for the most part in the third 
quarter. Earnings for the fourth quarter returned to 
a more normal level. 

With the exception of these major interruptions, 
capacity operations were maintained at all properties 
throughout the year. 

The strike at Iron Ore Company of Canada halted 
work on the large expansion program of the Carol 
complex, delaying its completion by six months and 
increasing the cost. The new facilities at Carol, 
originally scheduled to begin producing last year, 
now are targeted for completion in the second 
quarter of this year. 

As announced a year ago, Hanna Mining adopted 
the equity method of accounting, starting in 1972, 
and earnings for 1971 have been restated accord¬ 
ingly. As reported originally, Hanna's 1971 earnings 
were $29,558,736, or $3.35 per share. 

Hanna Mining's equity income is largely derived 
from Iron Ore Company of Canada and the two 
Canadian concession companies: Hollinger North 
Shore Exploration Co., Limited, and Labrador Min¬ 
ing and Exploration Co., Limited. Hanna’s portion 
of Iron Ore Company of Canada’s 1972 earnings was 
$1,376,120, as compared with $8,415,255 for 1971, 
and the earnings of the two concession companies 
also were down from the year before, all because of 
the IOC strike. 

Most of Hanna Mining's dividend income came 
from National Steel Corporation. This totaled 
$2,750,000, the same as in 1971. 

As expected, working capital at year-end was 
reduced as major expenditures were made in new and 
expanded projects. During 1972 new equity invest¬ 
ment in Iron Ore Company of Canada amounted to 
$11.1 million; advances to the MBR iron ore project 
in Brazil were $12.6 million; investments in other 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Financial Highlights 


_ For the Year _ 

1972 1971 


Net Sales and Operating Revenues. 

Operating Income before Depreciation and Depletion . . . . 

Depreciation and Depletion . 

Equity Income. 

Dividend Income. 

Interest on Long-term Debt. 

Net Income. 


$176,399,354 

27,068,413 

7,739,843 

3,774,431 

3,144,602 

2,742,539 

20,094,361 


$197,089,283 

27,354,942 

7,149,020 

11,755,301 

3,229,398 

2,828,278 

29,141,073 


Cash Flow. 

Net Income per Share 
Dividends per Share . 


26,995,133 

2.27 

1.35 


37,358,956 

3.30 

1.30 


At the Year-End 
1972 1971 


Working Capital . 

Stockholders’ Equity . . . . 
Book Value per Share . . . 
Average Shares Outstanding 


$ 46,920,438 
274,665,862 
31.09 
8,834,550 


$ 74,102,050 
266,498,175 
30.17 
8,834,550 


Sept-lles,on the Gulf of St. Lawrence, is the shipping point for Iron Ore Company of Canada. Oneship isbeing 
loaded at the new dock, right, while two are at the original dock. Nearing completion is the Knob Lake pellet 
plant, upper right. The Knob Lake plant's concentrator section is at left center. 

































affiliated companies were $10.1 million, and capital 
expenditures totaled $6.5 million. Dividend pay¬ 
ments to Hanna Mining stockholders totaled $11.9 
million. 

The reduction in cash flow reflects the decline in 
earnings. Depreciation and depletion charges, at 
$7.7 million, were up slightly from 1971. 

Dividends to Hanna Mining stockholders were 
paid at the new quarterly rate established by the 
directors early in 1972. Dividend payments totaled 
$1.35 per share, as compared with $1.30 in 1971. 

The production of Hanna-operated iron ore prop- 
perties in the United States and Canada in 1972 
totaled 22.9 million tons of pellets, concentrates and 
natural ores. This compares with 29.1 million tons 
produced the year before. Of this production, 7.4 
million tons were for the Hanna Mining account. 

Our nickel mine and smelter in Oregon continued 
to operate at capacity. Output was 26.3 million 
pounds of nickel, a new record, and shipments ex¬ 
ceeded production. 

Work on all phases of the MBR Aguas Claras 
iron ore project in Brazil is proceeding on schedule. 
Plans were made in 1972 to increase the project's 
production capability to 11.5 million tons annually 
by the addition of facilities to produce 1.5 million 
tons of high grade fines. Total cost of the project, 
originally estimated at $150 million, now is expected 
to be about $190 million, reflecting the increased 
scope of the project as well as some cost increases. 
Arrangements for the additional financing have been 
completed. Shipments are to begin in the fourth 
quarter of 1973, increase in 1974, and reach full pro¬ 
duction levels in 1975. 

Hamilton Brothers Oil Company, with which 
Hanna has been associated in oil and gas exploration 
since 1968, began production late in the year on the 
Louisiana offshore tracts acquired in 1970. This will 
be expanded in 1973 with the installation of addi¬ 
tional production platforms and the drilling of 
more wells. 


(jTeorge F. Bennett, prominent Boston investment 
manager, was elected a director at the annual meet¬ 
ing of stockholders in April. He is president of the 
State Street Investment Corporation and is manag¬ 
ing partner of the State Street Research & Manage¬ 
ment Company. A member of numerous corporate 
boards, including Ford Motor Company, Hewlett- 
Packard Co. and John Hancock Mutual Life Insur¬ 
ance Company, Mr. Bennett also serves as treasurer 
of Harvard University. He served as a director of 
The M. A. Hanna Company prior to its liquidation 
in 1965. 

^^usiness improved considerably for the American 
steel industry during 1972. Production rose as the 
year progressed and present forecasts indicate that 
1973 will also be a good year. 

The outlook for Hanna's overseas markets is much 
the same. The steel industries of western Europe 
and Japan began showing improvement in the latter 
half of 1972 and the prospects are excellent for this 
trend to continue in 1973. 

Present conditions indicate that all Hanna-man- 
aged projects will operate at capacity throughout 
the year. 

Rising costs continue to exert tremendous pres¬ 
sures on profits. Major increases in our employment 
costs are due this year under the terms of multi-year 
union contracts now in effect. 

Also, we have begun feeling the effects of the 
national energy shortage in our domestic operations 
and have taken the steps necessary to insure their 
uninterrupted operation. This has resulted in addi¬ 
tional capital expenditures for standby fuel systems 
and increased operating costs when alternate fuels 
are used. 

We continue to pursue strenuous cost reduction 
programs in our efforts to maintain a realistic margin 
of profit. Late in the year, with Price Commission 
approval, we increased iron ore prices, effective 
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January 1, 1973, which will partially compensate for 
the higher costs we have incurred. This was followed 
by an increase in the price of nickel. 

It is apparent that the labor disputes of 1972 were 
unfortunate for all concerned—the employees, the 
company and the communities involved. For Hanna 
they brought an interruption in our record of con¬ 
tinuous earnings growth and the effects will continue 
into 1973 because of increased costs and delays in 
completion of new facilities in Canada. 

Our financial position is strong. From working 
capital we have made all of the required expenditures 
for the expansion of Iron Ore Company of Canada 
and the Brazilian iron ore project. Our only long¬ 
term debt is $30 million of debentures from the 


As tailings basins at Hanna-managed projects are filled, reclama¬ 
tion begins. These hybrid poplars, planted in 1969, are well-rooted 
and flourishing near the National pellet project in Minnesota . 
Hanna research and experimental work in this field has been 


$50 million issued in 1965 in connection with the 
purchase of National Steel common stock. 

For Hanna to meet the challenges of the future, 
particularly the pressures of competition and costs, 
greater and more imaginative efforts will be required 
of all members of the Hanna organization. 

We express appreciation to those Hanna men and 
women who have performed so effectively in the 
past and who can be relied upon to continue doing so. 

G. W. Humphrey W. A. Marting 

Chairman President 

Cleveland, Ohio, March 6, 1973 


conducted continuously for the past 35 years. Programs of fertiliza¬ 
tion precede the planting of legumes and grasses, along with 
several varieties of trees and shrubs, which quickly restore the 
appearance of the area and provide excellent cover for wild life. 











The Groveland project in Michigan is wholly-owned by Hanna and produces more than 2 million tons of iron ore pellets a year. 


Domestic Operations— 

Production of the four iron ore pellet plants oper¬ 
ated by Hanna in the United States totaled 7.8 
million tons in 1972, some 700,000 tons less than 
the year before. 

The decline resulted from six-week strikes at the 
Butler and National projects in Minnesota, which 
were terminated in July following an order by a 
Federal Appellate Court referring the issue to arbi¬ 
tration. 

To summarize 1972 operations: 

—Butler, on the Mesabi Range, produced 2.3 
million tons of pellets, 400,000 tons less than 
in 1971. 

—Production at National, also on the Mesabi, 
was 2.5 million tons, off 300,000 tons from 
the year before. 

—Groveland, on the upper peninsula of Mich¬ 
igan, produced 2 million tons, about the same 
as in 1971. 

—Pilot Knob, in Missouri, produced 1 million 
tons, slightly more than in the previous year. 

Sales of natural ores, which have been declining 
in recent years, remained at the 600,000-ton level 
in 1972. 

Improvements were completed at Groveland, which 
is wholly-owned by Hanna. Changes in the flow 
sheet of the concentrator increased the recovery of 
iron units. 



Front-end loader working underground at 
Pilot Knob, in Missouri, removes crude ore 
from the working places, starting it on its 
way to the surface. 
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Iron Ore Company of Canada — 


The 13.6 million tons of ore sold by Iron Ore 
Company of Canada last year consisted of 7.4 mil¬ 
lion tons of pellets, 700,000 tons of concentrates, and 
5.5 million tons of natural ore, a decline of nearly 
25 percent from the year before. 

On June 15, after company and union negotiators 
had agreed on a new contract, employees at the 
Sept-Iles terminal and the Quebec North Shore & 
Labrador Railway, a wholly-owned subsidiary of 
IOC, ratified the agreement and continued to work 
without interruption. Employees in bargaining units 
at Labrador City and Schefferville rejected the 
agreement and production came to a halt. 

Shipments from stockpiles at Sept-Iles continued 
on a reduced basis until September 15, when agree¬ 
ment on a three-year contract was ratified by the 
Labrador City and Schefferville units. Operations 
were maintained at capacity levels for the balance 
of the year, but it was impossible to make up the 
lost tonnages. 

Construction work on the expansion of the Carol 
complex at Labrador City was suspended during this 
period. The expansion is adding 10 million tons of 
concentrating capacity to this project, increasing its 
capability to nearly 22 million tons annually, of 
which more than 10 million tons will continue to be 
pelletized. 

The first of the new facilities at Carol were to have 
begun operating in the fourth quarter of 1972, but 
were delayed for six months, because of the difficulty 
of reassembling construction crews. 

At Sept-Iles the concentrating section of the new 
Knob Lake plant is now installed and the first pellet¬ 
izing line is nearing completion, with the second line 
to begin operating in the second quarter. This plant 
will concentrate and pelletize 6 million tons of 
natural ore a year from the Schefferville area. 

Thus, when the new facilities are completed Iron 
Ore Company of Canada will be capable of producing 
more than 30 million tons of iron ore pellets, con¬ 
centrates and natural ore each year. It will be one 



Knob Lake pellet plant at Sept-Iles will produce 6 million 
tons of iron ore pellets annually from natural ore mined in 
the Schefferville area. 
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Bucket wheels more than 30 feet in diameter will recover 
iron ore pellets and concentrates from storage at Sept lies 
at rates of 7500 tons an hour. In the background is a 
new ore stacker. 

Autogenous grinding mills, right, are 34 feet in diameter 
and are among the world's largest. These are part of the 
Carol project expansion. 


of the major sources of iron ore in the world. Most 
of the tonnage already is sold under long-term con¬ 
tracts, some extending through 1996. 

Because of the location of the terminal at Sept- 
Iles, with its deep water dock on the Gulf of St. 
Lawrence, Iron Ore Company of Canada can ship 
large tonnages of ore competitively to all the world’s 
major steel-producing areas: the United States mid¬ 
west, east coast and gulf coast; the United Kingdom; 
western Europe, and Japan. About half of IOC’s 
production will move to American steelmakers and 
about half to overseas markets. 
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In Brazil, structural steel for the primary crusher 
is set in place at the Aguas Claras mine. 


Brazil, Iron Ore — 



Development of the expanded 11.5-million-ton- 
per-year Aguas Claras iron ore project in Brazil 
proceeded on schedule. Construction at the minesite 
near Belo Horizonte now is about 60 percent com¬ 
plete and the terminal facilities at Sepetiba Bay 
have progressed to the same point. Shipments of 
high grade natural ore are to begin in the fourth 
quarter of 1973. 

Brazilian interests own and control 51 percent of 
Mineracoes Brasileiras Reunidas S.A.—MBR, which 
is developing the Aguas Claras project. St. John d’el 
Rey Mining Company holds a 49 percent interest in 
MBR and Hanna Mining now owns 55.5 percent 
of St. John. 

The Aguas Claras mine has known reserves exceed¬ 
ing 370 million tons of hematite ore containing 64 to 
68 percent iron. It is being equipped with the most 
modern and efficient ore mining and handling facili¬ 


ties available. 

Some 400 miles to the south, the marine terminal 
on Guaiba Island in Sepetiba Bay, west of Rio de 
Janeiro, will accommodate ocean vessels of up to 
250,000 tons capacity, the largest ore carriers afloat. 
The terminal will have an initial storage capacity 
of 1.7 million tons and equipment to provide final 
sizing of the ore. 

The bulk of the Aguas Claras production has been 
sold under long-term contracts to steelmakers in 
Japan, Great Britain and Argentina. 

In addition to the private investment being made 
in the project, the Brazilian government railroad is 
spending another $130 million to improve its main 
line, purchase rolling stock, construct a 14-mile spur 
from the mine to the main line and build a 23-mile 
cutoff to by-pass the congested rail network in and 
around Rio. 
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At the Aguas Claras mine site, near Belo Horizonte, the 
service building takes shape. 



Mile-long railroad trestle extends from the Brazilian mainland to Guaiba Island in Sepetiba Bay, 
site of the MBR vessel loading terminal, which will handle the largest bulk cargo carriers. 


The most difficult and costly phase of any mining 
venture occurs at the start, for all of the large capital 
expenditures must be made in advance for such 
elements as mining equipment and auxiliary facilities, 
railroad construction, and, as in the case of Aguas 
Claras, complete port and vessel loading facilities. 
Once these are in place it is substantially less expen¬ 
sive to expand output, even several times over. All 
of these basic elements of the Aguas Claras project 
have been designed to accommodate major expan¬ 
sion with minimum expenditures. 

Working relationships among the partners of MBR 
are excellent and a fine management team is being 


developed. Over the longer term, world steel is con¬ 
tinuing to expand and the Aguas Claras project can 
be expanded as the requirements for high grade ore 
increase. 

* * * 

During 1972 Mineracoes Brasileiras Reunidas 
shipped 1.2 million tons of ore through the port of 
Rio from its properties near Belo Horizonte. These 
properties include the Mutuca mine, formerly owned 
by St. John d’el Rey and transferred to MBR late 
in 1971. The St. John annual report for the fiscal 
year ending March 31, 1973, will be available to 
Hanna Mining stockholders on request. 
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Nickel Operations— 

Production at the mine and smelter at Riddle, 
Oregon, rose to a record 26,310,000 pounds of nickel 
in 1972. Demand increased during the year as steel 
production improved and shipments were made from 
inventories that had been established in 1971. 
The outlook for the balance of 1973 looks favorable 
at this time. 

In July a new three-year labor agreement was 
negotiated without a work stoppage. It provides for 
employment cost increases in each of the three years. 
The price increase of December 14 will help offset 
these higher costs, and activities aimed at improving 
operating performance have been intensified. 

Hanna-produced ferronickel, with higher grade 
and greater purity than any competitive product, 
contains nearly equal parts of nickel and iron. It is 
used in the production of stainless and other nickel¬ 
bearing alloy steels. 


Marine Services— 

Hanna-operated vessels on the Great Lakes and 
in the St. Lawrence Seaway moved 7 million tons 
of iron ore last year, as compared to 6.7 million tons 
the year before. Grain shipments were 46.1 million 
bushels, about the same as in 1971. 

The Hanna-managed coal docks on Lake Erie, at 
Sandusky and Ashtabula, handled 11.9 million tons, 
as compared with 10.1 million tons in 1971. 

The iron ore unloading docks managed by Hanna 
in Cleveland and Philadelphia handled 8.8 million 
tons, as compared with 8.3 million tons the year 
before. 

Volume declined slightly for the ocean marine 
division, which provides world-wide ship chartering 
services. 

The transportation and handling of bulk com¬ 
modities constitute an important service for Hanna 
customers. 
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Brazil, Aluminum — 

The Alcominas project, put into production in 
1970, again operated above its design capacity last 
year, turning out 30,000 metric tons of aluminum. 
The product is high purity aluminum and its intro¬ 
duction less than three years ago was accompanied 
by a strong marketing program, which included 
development of new applications for aluminum in 
the growing Brazilian market. The project has con¬ 
tinued to show improved operating performance. 

Hanna has a 23.5 percent interest in Companhia 
Mineira de Aluminio—Alcominas, which owns and 
operates the integrated project. The balance is held 
by Aluminum Company of America and Brazilian 
interests. The project consists of an open pit bauxite 
mine, alumina refining plant and aluminum smelter 
in the State of Minas Gerais. 

Brazil, Petrochemicals— Uniao de Industrias 
Petroquimicas S.A. (unipar) continues to expand its 


petrochemical activities. Hanna has a 15 percent 
interest in this Brazilian holding company, which has 
varying ownerships in five petrochemical plants that 
are in operation and one nearing completion. In 1972 
it acquired an interest in a seventh project, starting 
construction this year. Combined, these units rep¬ 
resent an investment of more than $250 million. 
They are located between the cities of Santos and 
Sao Paulo. 

Each of the petrochemical units is a separate 
company, with unipar the sole owner of one, a 
half owner of three, and the holder of large minority 
interests in the remainder. The products include 
ethylene, propylene and polyvinyl chloride, as well 
as chlorine and caustic soda. 

Guatemala, Nickel— A program has been estab¬ 
lished for the multi-phase development of the nickel 
deposit near Lake Izabal. The initial phase would 
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cost an estimated $90 million and would be capable 
of producing about 25 million pounds of nickel 
annually. 

Negotiations are proceeding with the Guatemalan 
government to adjust earlier agreements, arrange 
financing and proceed with construction. It is antic¬ 
ipated that 37 percent of Exploraciones y Explota- 
ciones Mineras Izabal, S.A. (exmibal), which would 
develop the project, will be offered for acquisition by 
the government and by the financing agencies. The 
balance will be held 80 percent by International 
Nickel Company, Limited, and 20 percent by Hanna. 

Colombia, Nickel— Additional drilling was con¬ 
ducted on the Cerro Matoso orebody and reserves 
were improved. Pilot plant studies were conducted 



at Riddle, Oregon, on a bulk sample of Cerro Matoso 
ore and the results are being evaluated for possible 
improvements in commercial scale processing. Test¬ 
ing was conducted at Hanna's research center near 
Hibbing and elsewhere. 

This concession, located about 250 miles northwest 
of Bogota, is owned by Empresa Colombiana de 
Niquel, a company formed by a development agency 
of the Colombian government, and Compania de 
Niquel Colombiano, S.A., which is owned by Stand¬ 
ard Oil of California and Hanna Mining. 

Australia, Iron Ore— The Koolanooka property 
in Western Australia shipped 610,000 tons of ore to 
Japan in 1972. Hanna has a 25 percent interest in 
this project, whose contract expires in 1974. 

Research and 
Exploration 

Research— The new Hanna research center, com¬ 
pleted in the fall, provides greater space and improved 
facilities for the continuing investigation of produc¬ 
tion improvements, plant expansions and new project 
feasibility. Located at Nashwauk, Minnesota, near 
Hibbing, it consolidates Hanna's metallurgical re¬ 
search activities in one building. 

The research center now has the facilities for more 
extensive and detailed examination of potential com¬ 
mercial processes for treating non-ferrous materials. 
It also has more complete and improved grinding 
and concentrating facilities for pilot scale verifica¬ 
tion of processes to treat low grade iron ores, includ¬ 
ing the feasibility of concentrating hematitic types 
of iron ores. 

Improved iron unit recovery and pellet quality at 
the Groveland plant were a result of plant modifica- 

Grinding studies can be expanded with new pilot scale mill 
in research center near Hibbing. 












Research center, completed last year, provides improved 
facilities and greater space for metallurgical research. 


tions devised by the Hanna research team. An addi¬ 
tional benefit was a reduction in costs. 

Research continued on new processes to recover 
nickel from the low grade lateritic ores of the Riddle, 
Oregon, deposit. Work on this project will continue. 

During 1972 a great deal of successful work was 
accomplished on the development of new processes 
for the treatment of non-ferrous sulphide ores, which 
present unusual difficulties for conventional recovery 
techniques. A major feature of these new processes 
is the incorporation of provisions to control emissions 
to the most stringent standards. 


Exploration — Hanna’s broad scale geological 
effort continued last year on a variety of materials, 
chiefly non-ferrous minerals. Work was conducted 
across the United States and Canada, and in Brazil, 
Western Australia, South Africa and New Guinea. 

The exploration program in Maine, being conducted 
with Basic, Incorporated, resulted in a modest addi¬ 
tion to the reserves of the property. Further work 
remains to be done. 

The program undertaken early in 1972 to study 
the development of nickel sulphide deposits near 
Mount Windarra in Western Australia was dis- 
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banded in October. Poseidon Ltd., the Australian 
partner, declared its intention to proceed with com¬ 
mercial development. Hanna exchanged its interest 
in the venture for Poseidon shares and a cash amount 
to be paid in installments when production begins. 

Work by Hamilton Brothers Oil Company, with 
Hanna participation, included the drilling of 43 
production wells on four of the Louisiana offshore 
tracts acquired in 1970. The first production plat¬ 


form was connected to a pipeline in late November 
and a second platform was connected early this year. 

In the leasing of North Sea blocks by the U. K. 
Department of Trade and Industry last year, a 
group headed by Hamilton Brothers was awarded 
seven blocks. 


Offshore Louisiana platform 
has now begun production. 










THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Statements of Consolidated Income 


Year Ended December 31 



1972 

1971 

INCOME 


(Restated— 
Note D) 

Net sales and operating revenues. 

. . . $176,399,354 

$197,089,283 

Equity in net income: 

Iron Ore Company of Canada. 

. . . 1,376,120 

8,415,255 

Other . 

2,398,311 

3,340,046 

Dividends: 

National Steel Corporation. 

. . . 2,750,000 

2,750,000 

Other . 

. . . 394,602 

479,398 

Interest . 

. . . 1,847,945 

2,316,308 

Sundry. 

. . . 453,292 

551,586 


185,619,624 

214,941,876 

COSTS AND EXPENSES 

Cost of goods sold and operating expenses. 

. . . 142,418,282 

162,769,826 

Selling, general, and administrative expenses. 

. . . 6,912,659 

6,964,515 

Depreciation and depletion—Notes A and B. 

7,739,843 

7,149,020 

Interest on long-term debt—Note B. 

. . . 2,742,539 

2,828,278 

Income taxes—Note C. 

5,711,940 

6,089,164 


165,525,263 

185,800,803 

NET INCOME. 

. . . $ 20,094,361 

$ 29,141,073 

NET INCOME PER SHARE. 

. . . $2.27 

$3.30 


Statements of Consolidated Stockholders' Equity 


Total 


Common 

Stock 

Capital 

Surplus 

Retained 

Earnings 

Treasury 

Stock 

Stockholders’ 

Equity 

Balance January 1, 1971.$8,871,050 

Adjustment to equity basis— 

Note D. 

$21,337,531 

$196,538,709 

22,647,697 

$(552,963) 

$226,194,327 

22,647,697 

Balance January 1,1971, as restated 8,871,050 

Net income for 1971. 

Cash dividends—$1.30 a share 

21,337,531 

219,186,406 

29,141,073 

(11,484,922) 

(552,963) 

248,842,024 

29,141,073 

(11,484,922) 

Balance December 31, 1971 .... 8,871,050 

Net income for 1972 . 

Cash dividends-$1.35 a share 

21,337,531 

236,842,557 

20,094,361 

(11,926,674) 

(552,963) 

266,498,175 

20,094,361 

(11,926,674) 

Balance December 31, 1972 .... $8,871,050 

$21,337,531 

$245,010,244 

$(552,963) 

$274,665,862 


See notes to financial statements. 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Consolidated Balance Sheets 


ASSETS 

December 31 



1972 

1971 

CURRENT ASSETS 


(Restated— 
Note D) 

Cash. 

$ 3,286,185 

$ 3,761,101 

Short-term securities—Note A. 

17,615,563 

38,658,648 

Trade and sundry receivables. 

Inventories—Note A: 

29,357,450 

32,087,578 

Iron ore. 

15,512,771 

18,262,652 

Nickel. 

2,971,526 

3,418,834 

Supplies. 

6,167,488 

6,277,322 


24,651,785 

27,958,808 

TOTAL CURRENT ASSETS. 

74,910,983 

102,466,135 

PROPERTY, PLANT, AND EQUIPMENT-Note A 



Mineral lands and leases. 

1,740,713 

1,740,713 

Plants and equipment. 

93,202,707 

91,519,464 

Vessels. 

3,086,919 

3,086,919 


98,030,339 

96,347,096 

Less allowances for depreciation and depletion. 

59,269,823 

57,572,476 

TOTAL PROPERTY, PLANT, AND EQUIPMENT. 

38,760,516 

38,774,620 

OTHER ASSETS 



Working assets—Interests in associated companies — 



Notes A and D: 



Iron Ore Company of Canada. 

Unconsolidated subsidiaries: 

78,396,402 

65,863,881 

St. John d’el Rey Mining Company, Limited. 

24,534,137 

11,960,533 

Other unconsolidated companies. 

24,176,484 

17,806,797 

Other associated companies. 

12,446,470 

12,316,420 


Interests in other companies—Note A: 

National Steel Corporation—market price 

$44,300,000 ($49,200,000 in 1971). 63,316,182 

Other companies. 25,748,634 

Sundry assets and deferred charges. 5,328,177 

TOTAL OTHER ASSETS 233,946,486 

$347,617,985 


63,316,182 

24,505,247 

6,157,215 

201,926,275 

$343,167,030 
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LIABILITIES AND STOCKHOLDERS’ EQUITY 


CURRENT LIABILITIES 

Trade and sundry payables. 

Accrued expenses . 

Federal income taxes—Note C .... 
TOTAL CURRENT LIABILITIES 


_ December 31 _ 

1972 1971 


$ 12,940,748 
10,173,928 
4,875,869 
27,990,545 


(Restated— 
Note D) 

$ 12,761,530 
10,268,411 
5,334,144 
28,364,085 


LONG-TERM DEBT 

4%% Sinking Fund Debentures—payable 
$2,000,000 annually—Note E . . . . 


36,000,000 


38,000,000 


Less debentures held in treasury 
TOTAL LONG-TERM DEBT 


5,420,000 7,187,000 

30,580,000 30,813,000 


RESERVES 

Deferred federal income taxes—Notes A and C 
Prior years’ federal income taxes and other. . 
TOTAL RESERVES . 


11 , 110,200 

3,271,378 

14,381,578 


10,548,300 

6,943,470 

17,491,770 


STOCKHOLDERS’ EQUITY 

Common Stock, par value $1 a share—Note F: 
Authorized 13,500,000 shares 

Issued 8,871,050 shares. 

Capital surplus.. 

Retained earnings—Note E.. 

Cost of treasury stock (36,500 shares) . . . . 
TOTAL STOCKHOLDERS’ EQUITY. . , 


8,871,050 

21,337,531 

245,010,244 

(552,963 ) 

274,665,862 

$347,617,985 


8,871,050 

21,337,531 

236,842,557 

(552,963) 

266,498,175 

$343,167,030 


See notes to financial statements. 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Statements of Consolidated Changes 
in Financial Position 

Year Ended 
1972 


SOURCE OF FUNDS 

Net income for the year. $ 20,094,361 

Depreciation and depletion—Notes A and B. 7,739,843 

Deferred federal income taxes—Notes A and C. 561,900 

Equity in net income (over)-under dividends. (1,400,971) 

Funds provided from operations. 26,995,133 

Other. 1,912,113 

28,907,246 


APPLICATION OF FUNDS 

Expenditures for property, plant, and equipment. 6,497,324 

Expenditures for interests in associated and other companies . . 33,759,768 

Cash dividends. 11,926,674 

Reduction in reserves. 3,672,092 

Reduction of long-term debt . 233,000 

56,088,858 

Decrease in working capital. 27,181,612 

Working capital beginning of year. 74,102,050 

Working capital end of year. $ 46,920,438 


DETAIL OF DECREASE IN WORKING CAPITAL 


Cash and short-term securities. $ 21,518,001 

Receivables. 2,730,128 

Inventories. 3,307,023 

Trade and sundry payables. 179,218 

Accrued expenses. (94,483) 

Federal income taxes. (458,275) 

Total Decrease. $ 27,181,612 


See notes to financial statements. 


December 31 _ 

1971 

(Restated— 
Note D) 

$ 29,141,073 
7,149,020 
460,200 
608,663 
37,358,956 
2,782,492 
40,141,448 


6,787,468 
22,138,660 
11,484,922 
(277,866) 
47,500 
40,180,684 
39,236 
74,141,286 
$ 74,102,050 


$ 9,982,747 

(8,946,916) 
2,579,000 
(1,495,717) 
552,223 
(2,632,101) 
$ 39,236 
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Notes to Financial Statements 


Note A — Summary of Accounting Policies 

Subsidiary and Other Companies: 

Subsidiary companies are either consolidated in the 
financial statements or the interests therein are stated 
at cost less reductions for operations since dates of 
acquisition. 

Interests in Iron Ore Company of Canada and certain 
other associated companies are stated at cost plus 
equity in earnings since dates of acquisition. (See 
Note D to financial statements.) 

Interests in National Steel Corporation and other 
companies are stated at cost with dividends recorded 
as earnings when received. 

Short-Term Securities: 

Short-term securities are stated at cost plus accrued 
interest, which approximates market value. 

Inventories: 

Inventories of iron ore, nickel, and supplies are 
stated at the lower of average cost or market. 

Property, Plant, and Equipment: 

Property, plant, and equipment are stated on the 
basis of cost. Provisions for depreciation and depletion 
have been computed principally on the unit-of-produc- 
tion and straight-line methods at rates sufficient to 
amortize the cost of the assets over their estimated 
productive lives. 

Maintenance, repairs, and minor renewals are 
charged to operating expenses, whereas betterments 
are capitalized. Exploration, research, and develop¬ 
ment costs are charged to operating expenses as 
incurred. 

Income Taxes: 

Deferred income taxes arise principally from ac¬ 
celerated depreciation claimed for tax purposes and 
undistributed earnings of associated companies car¬ 
ried at equity. The investment tax credit is recorded as 
a reduction of the current provision for federal income 
taxes. 

Discount on Debentures: 

Discount on purchases of the Company's debentures 
for treasury prior to December 31, 1972, is included 
in income as the debentures are retired to meet the 
annual sinking fund requirement. In accordance with 
Opinion No. 26 of the Accounting Principles Board, 
discount on debentures purchased after such date 
will be included in income at the time of purchase. 

Trade Transactions: 

In accordance with industry practice, there are ex¬ 


cluded from sales and cost of goods sold amounts 
applicable to iron ore traded with other producers. 

Note B — Classification of Expenses 

The Company, through its ownership interest, is en¬ 
titled to its proportionate share of the production of 
certain associated mining companies at cost. The Com¬ 
pany’s proportionate share of depreciation (1972 — 
$2,645,020; 1971—$2,466,524) and interest on long¬ 
term debt (1972-$1,283,711; 1971—$1,363,031) has 
been so classified in the statements of consolidated 
income and the remaining costs are included in cost 
of goods sold and operating expenses. 

Note C — Income Taxes 

The provision for income taxes payable to federal, for¬ 
eign, and state governments includes (1) $561,900 in 
1972 and $460,200 in 1971 of deferred federal taxes, 
(2) credits of $1,100,000 in 1972 and $1,200,000 in 
1971 for federal taxes provided in prior years, and (3) 
investment tax credits of $321,600 in 1972 and 
$88,300 in 1971. 

Note D — Interests in Associated Companies 

In accordance with Opinion No. 18 of the Accounting 
Principles Board, the Company changed effective 
January 1, 1972, to the equity method of accounting 
for its 26.37% interest in Iron Ore Company of Canada 
and certain other associated companies. The 1971 
financial statements have been restated for this change 
which resulted in a minor decrease in net income. 

The interest in Iron Ore Company of Canada carried 
on the Company's consolidated balance sheet includes 
debentures of $13,483,817 at December 31, 1972, 
and $2,327,417 at December 31, 1971. Following is 
a summary of financial information of Iron Ore Com¬ 
pany of Canada, the Company’s principal associated 


company: 

1972 

1971 

Net current assets . . . 

$ 51,240,000 

$ 14,940,000 

Investments and other 
assets. 

23,588,000 

23,180,000 

Property, plant and 
equipment—net . . 

598,334,000 

434,232,000 


673,162,000 

472,352,000 

Long-term debt and 
reserves. 

(418,759,000) 

(223,168,000) 

Net assets. 

$254,403,000 

$249,184,000 

Sales and operating 
revenues . 

$183,851,000 

$243,527,000 

Net income. 

$ 5,219,000 

$ 31,911,000 

Dividends paid. 

$ -0- 

$ 32,075,000 



(continued) 
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Notes to Financial Statements (continued) 


Note E — Sinking Fund Debentures 

The Indenture, relating to the debentures, contains 
limitations relative to cash dividends and other stock 
payments. At December 31, 1972, approximately 
$125,000,000 of retained earnings was free of such 
limitations. 

Note F — Stock Options 

At December 31, 1972 and 1971, no stock options 
were outstanding; however, there are 100,000 com¬ 
mon shares reserved for future options. 

Note G — Contingent Liabilities and Commitments 

Under certain conditions, the Company might be 
required to make payments on long-term obligations 
of certain associated mining companies in proportion 
to the Company’s interest in such companies. At 
December 31, 1972, the Company was contingently 
liable under such arrangements in the amount of ap¬ 
proximately $35,000,000. 


Accountants' Report 

Board of Directors 

The Hanna Mining Company 

Cleveland, Ohio 

We have examined the consolidated financial state¬ 
ments of The Hanna Mining Company and consolidated 
subsidiaries for the years ended December 31, 1972 
and 1971. Our examinations were made in accordance 
with generally accepted auditing standards and ac¬ 
cordingly included such tests of the accounting records 
and such other auditing procedures as we considered 
necessary in the circumstances. We did not examine 
the financial statements of a consolidated subsidiary, 
and certain other companies carried at equity. The 
total assets and interests in such companies amounted 
to 9% of the consolidated assets, and the earnings 
from such companies amounted to 9% and 15% of the 
consolidated income before income taxes for the years 
ended December 31, 1972 and 1971, respectively. The 
statements of such companies were examined by other 
auditors whose reports thereon have been furnished 
to us, and our opinion expressed herein, insofar as it 
relates to the amounts included for such companies, is 
based solely on the reports of other auditors. 


In relation to the development of a major iron ore 
project in Brazil, the Company may be obligated to 
advance up to an additional $12,500,000. 

The Company has guaranteed indebtedness of ap¬ 
proximately $1,900,000 at December 31, 1972, in¬ 
curred by certain key employees to purchase common 
shares under stock options. 

Note H — Pensions 

The Company and its subsidiaries have various pension 
plans covering substantially all of their employees. 
Total pension expense which was $2,502,000 in 1972 
and $2,188,000 in 1971 includes, as to certain of the 
plans, amortization of prior service cost over appro¬ 
priate periods. The Company’s policy is to fund pension 
cost accrued. The actuarially computed value of vested 
benefits for all plans as of the latest actuarial valuation 
exceeded the total of the pension fund and balance 
sheet accruals by approximately $4,000,000. 


In our opinion, based upon our examinations and the 
unqualified reports of other auditors, the accompany¬ 
ing balance sheets and statements of income, stock¬ 
holders’ equity, and changes in financial position pre¬ 
sent fairly the consolidated financial position of The 
Hanna Mining Company and consolidated subsidiaries 
at December 31, 1972 and 1971, and the consolidated 
results of their operations and changes in stockhold¬ 
ers' equity and financial position for the years then 
ended, in conformity with generally accepted account¬ 
ing principles applied on a consistent basis after 
restatement for the change, with which we concur, in 
the method of accounting for investments in certain 
associated companies as described in Note D to the 
financial statements. 



Cleveland, Ohio 
February 27, 1973 
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THE HANNA MINING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 


Five Year Financial Comparison 

(In Thousands) 


INCOME 


1972 

1971 

1970 

1969 

1968 

Net Sales and Operating Revenues. 

$176,399 

197,089 

203,442 

175,988 

153,104 

Operating Income before Depreciation 

and Depletion. 

. $ 

27,068 

27,355 

29,218 

27,988 

17,069 

Depreciation and Depletion. 

• $ 

7,740 

7,149 

7,165 

7,113 

5,943 

Equity and Dividend Income. 

• $ 

6,919 

14,985 

18,146 

9,171 

15,387 

Income Taxes. 

$ 

5,712 

6,089 

10,944 

8,591 

2,118 

Net Income. 

$ 

20,094 

29,141 

31,234 

21,372 

23,272 

Net Income Per Share (A). 

. $ 

2.27 

3.30 

3.54 

2.44 

2.68 

Net Income Per Share (A) as originally 

reported (B). 

. $ 


3.35 

3.20 

2.85 

2.65 

Cash Dividends. 

. $ 

11,927 

11,485 

11,403 

10,658 

8,684 

Dividends Per Share (A). 

. $ 

1.35 

1.30 

1.30 

1.225 

1.00 


BALANCE SHEET 

Working Capital.. 

... $ 46,920 

74,102 

74,141 

63,663 

56,370 

Property, Plant, and Equipment. 

. . . 38,761 

38,775 

36,942 

39,982 

42,669 

Other Assets . 

. . . 233,947 

201,926 

185,373 

173,520 

171,472 

Long-Term Debt. 

. . . (30,580) 

(30,813) 

(30,860) 

(34,591) 

(41,583) 

Total Invested Capital. 

. . . $289,048 

283,990 

265,596 

242,574 

228,928 

Less Reserves. 

. . . 14,382 

17,492 

16,754 

15,644 

14,060 

Total Stockholders’ Equity . 

. . . $274,666 

266,498 

248,842 

226,930 

214,868 

Shares Outstanding (A). 

. . . 8,835 

8,835 

8,835 

8,747 

8,688 

Book Value Per Share (A). 

... $ 31.09 

30.17 

28.17 

25.94 

24.73 


(A) Adjusted for 2-for-l stock split in April, 1969. 

(B) Prior to restatement for equity method of accounting. 
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Hanna Mining Properties, Affiliates and Operations 


Iron Ore/United States 

Wholly Owned 
Groveland Mine 

Open pit mine, concentrator and pellet plant; Michigan 

Partially Owned 

Butler Taconite Project (37.5%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Hanna Ore Mining Company (15%) 

Pierce Mine; Minnesota 

National Steel Pellet Project (15%) 

Open pit mine, concentrator and pellet plant; Minnesota 

Pilot Knob Pellet Company (50%) 

Underground mine, concentrator and pellet plant; Missouri 


Iron Ore/Canada 

Partially Owned 

Iron Ore Company of Canada (26.37%) 

Open pit mines at Schefferville, open pit mines, concentrator 
and pellet plant at Labrador City, Quebec North Shore & 
Labrador railroad, concentrator and pellet plant under 
construction and loading terminal at Sept-lles; Quebec 
and Labrador 

Hollinger North Shore Exploration Co., Limited (40%) 
Quebec concessions 

Labrador Mining and Exploration Co., Limited (22.3%) 
Labrador concessions 

Managing Agents 

National Steel Corporation of Canada, Limited 
Open pit mine, concentrator and pellet plant; Ontario 


Ore Sales Division 
Cleveland, Ohio 


Transfer Agents: 

The National City Bank of Cleveland, Cleveland, 0. 
Bankers Trust Company, New York, New York 

Registrars: 

Union Commerce Bank, Cleveland, Ohio 

The Chase Manhattan Bank, New York, New York 
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Nickel Operations 

Wholly Owned 

Nickel Mountain Mine and Hanna Smelter 
Open pit mine and nickel smelter; Oregon 

Overseas Operations 

Partially Owned Iron Ore 

St. John d'el Rey Mining Company, Limited (55.5%) 
49% ownership of Mineracoes Brasileiras Reunidas S.A.— 
MBR; open pit mines and properties, crushing and 
screening facilities and vessel loading terminal under 
construction; Brazil 

Geraldton Joint Venture (25%) 

Open pit mines; Western Australia 

Partially Owned Aluminum 

Companhia Mineira de Aluminio (23.5%) 

Open pit bauxite mine, alumina refining plant and 
aluminum smelter; Brazil 

Ore Sales Agent 
London, England 


Marine Operations 

Domestic 

Operators of Ore Unloading and Coal Loading Docks 
Cleveland, Ashtabula and Sandusky, Ohio, and 
Philadelphia, Pennsylvania 

One Wholly Owned and One Partially Owned 
(33y 3 %) Lake Vessel 

Operators of Lake Vessels Owned by 
National Steel Corporation 

Seaway 

Partial Ownership in Four Vessels Operating 
in St. Lawrence Seaway 

Ocean 

Two Wholly Owned Bulk Cargo Vessels 

Chartering and Shipping Agency 
Greenwich, Connecticut 

Partially Owned Ore and Coal Unloading Dock (25%) 
Rotterdam, Holland 
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